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1. The London Foreign Office bas instructed John C. Hutchlaon, now in Peiving
$o negotiate the sxchange of diplomatic reprosentatives between China and
England; to remein in Peiping and continue ths negotlations desrite the
present critical line of the Chinese Comrmndist press. The British, however,
are walting for the Chinese to male the next move.

2. In the opinion of the British Consul General of Canton the Chinese will take
DO tlon shortly® for the following ressons:
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i ;‘d H. The Commniute are eagor to tzke over Nationalist property in Hong Eong,

g Q! § Dlslays, and other British controlled areas. The property in Hong Kong

! i consiste of large stocks of railroad ties, rails, minerals, and oil of

} <3 bl the Fatlonal Reasources Commission; shipa of the China Merchants Steam

i o 2H Navigation Co.; and seventy-one planes of the CNAC and the CATC. Although

¢ 4 not allowed to have these assets the Commnists are nmaying for their care

;x 7 1 and upkeep, Hutchizon has %0ld the Chinese ¢hat the takeover of these
\\" < ': 3 aasetis can only follow szatisfactory complestion of the negotiations.
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i é:, - &‘;?;': The Chinese Cormunist Govermment is particularly anxious to have ships in

Hong Kong of 1,500 to 3,000 tons to be upod as transparts for the Taiwan
invasion. Thers are guch ships that can leave without the legal sntangle-
mente that will hold up the planes when negetiations are conpleted.

;- ¢j Yhe Cormunists want a suitable trade agreement in order to sell tung oil,
sz *  other vegetadles oils, bristles, wolfram, ste. through Hong Kong, so as to
gain foreign sxchange for purchass of essential 2o0ois.

3« Although the return of Hong Kong &nd the Hew Territory still appears to be the
issue which iz holding up the negotiationa, the British think it is only being
ueed by the Communiats as a bargaining point.

25X1A6a %@M. Source 1s not clear rs %o how much his informant has added
25X1A29 to the facts and opinions of the British Consul General. See ]

25X1A29  and for other oninions on the status of the negotiations.
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25X1X6 "-Qg_m_e;!}j_. Immediate agreement between the Britich and the Chinese
Comrunists is unlikely, and a break off of the negotiations, instigoted
by the Chinese, is gtill a good possibility.
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